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Ifareh 12, 1551

STAT
Contractin~ Cfflcer
Uashinnton, J.C.
STAT - Noor

e return herewlth two executod coples of Contract CC=-23441,
7or purposes of clarification, the following pointe are noted:

1, ¥e £41led 4n and initicled the date of Yarch 1
ac the effective date of cormencement of work,

2. In Ioracreph 2 of Article IIX, vhen amendin~ the
fived-Tee fror 109 to 157 durine nerotiations, the

third word in the gecond line of Paragraph O was inade
vertently permitted to remain "10" and should read "15%,
This change has bLeen ontered and initialed in tho mar-in,

3. WAith respect to Article IV, Pararrapk 1l(h), in
the cost estimete sulmitted and uced as o basis of

- computation of the total estimated cont Tirure cone
teined in Paregraph 1 of Article IIXI and the total
fived-Teoe conteined in Daragrarh 2 of Article III,
incentive tonuses to employees were included., It 45
agssumed by the Contractor thet the use of these estiates
as aforosald constitutes approval irn principle o the
use of incentive bonuses and approvel in ~eneral mami-
tude of the bonuses that might be pald,

4. In Paracraph 2 of Article IV, we ave amended bnd
initisled in the mergin) line 3 to corform to the amende
nert o7 Para~rerh 2 of Articls III so thot tho Timeleloo
15 ontabliched at 157 o the ootinmatad cont and that in
each billin~ sumitted, pursuant to Article IV, prorrens
paynents on the firede-fee in a sur equal to 157 of the
amount tilled +1ll be irncluded.

5. Inasmueh as "Gontract Cost Principlaes, Sectior ¥V,

Part 2, Arred Services Procurenent Nemilations® are orsloyed
oo the bocAs Tor tho cotablishront ol the costo under $hic
contract, the Contrzctor still belleve that the astimate
submitted for the work to be performed should, undar these
prineiples, indicate indirect coots (averheads to constitnte
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I'arch 16, 1951
Pase 2

1007 of direcet costs rather than the initlal overhead
rote establiched. Te believe 1t ecsentlal that recos-
nition be r~iven to this point in order to avold any
nisunderctending on tho oubject of overruns vhen indirect
costs acotually do reoch this masnitude.

Yhile tre Contractor hac undertalen to ninirmize all cocts
under thie contraet, both direct and indirecct, and will
contirue to use every o’fort to contimue to cboerve the
need for the strictost cconomy in operations, 1t 1sc otill
believed that the conmputaticn submitted indicating ine
ddroect coots of 1007 should form the basis ol the totel
cost estirate. In thls connection, it 1o clso noted that
domestic travel costs (as contrasted with local travel
conts) which are oxpected in the caso of thic contract

to be abrormally hish because of the nature of tho work
and tho locations at which the performence will be ree-
qulred, have not been mentioned. It is bellieved that
suitable lanmage should be inserted in the contract by
amendrment to cover thioc iten of estimated coct in the
dirocot cost caterory, and to this extent an coxcoption
made to the "Contract Cost Principles®. I, indeed, the
firurc ootimated durin~ nerotiatlions to cover the cost

of donoctic (othor than leeoal) travel s ineluded op o
direet coot, como rerntion should be made in Articlo IV,
Para~raph 1(a). If on tho other hand such travel io
trontsd oo on iadireet cost, 4% will fall within tho 4C7
provicsionnl overhoeod chorse vwhich will be used in Dillin~
undor tho contract. %o clarily this point and to brin~
the torms of thro contract into conformity with tho arrec=
mants reached durinsg nerotiations, it 1o sumested that
in Articlo IV, Para~raph 1l(a), the followin~ bo inserted
2o tho Zirst centeace of the pararrapht

"ragauce of the nature of the work to be porformed and
tho many locations involved in the perforrance, domestic
travel (othor thon local travel at the locations involvel
and travel to and Lronm the areo, should be consilercd
diroct coots of thioc contract notwltiastandins any other
provicions of thils contract.”

Yo eppreecicto that upon fwll performance of the contract

torm ond payment of oll allowable costs this dlfferentiotion
of travel ccote will not be irnortant inasmuch as travel
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T'areh 16, 196%

Pare B

costs connected with the coantract, whether listed as o
direet or indirect cost, will be reinmbursed to the oxtont
spocifiod. Docouce of the offect on billing, however, we
Bellove the chonse roquested to be approprilate,

Gs Iaotly, it 15 noted that no provision has been rmade

to cover the coste incurred by other Contractors con=
nactod with the project in 2) the performance o expori-
rents and teots requosted by the Contractor horein and

B) the conotruction and modification of equipment used

in the AR research and testing prosram. A ovideneed by
Artlcle I, Paramrapz (b), 4t was assumed in tho nesotiationo
that cuech conts would be carried under cxistin~ contracto
with nuch othor Contractors and would not be charsed to

+1ha Contractor horein by suel other Contractors. %o ascuro
that thlc assunption is corried forward into the eontroct,
+ha 20llowing amendnent ot the end of Artiele TII, DPara=
craph 1 1o cusmested:

"the ootinated costs do not include the conts Ancurred
by othor project Contractors in perfomnincs AR exnarirento
or testc roquasted or su~restad by tho Contractor eroin,
or in constructing or modifyin~ ecquipment Jor AR evpori-
ments and testo requested or suorested by the Contractor
roroin, 1t beins understood and asreed that such costo
inocurred by other project Contractors are to be relnburced
wmdor the rospecotive contracts of such other Contractors
ond are not bhe oharsed over to the Contrnctor horein.”

o would appreocisto notlification o your concurrence In tho
above cxnd appronricte armendnent of the peses involved,

Sinceroly,

TTRRN? e TILLTR
GControctor

STAT

Gontracioy
(7'\\7 ¢‘~I|

LT

Tmaelooure (2)
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